Commonwealth of Kentucky
Natural Resour ces and Environmental Protection Cabinet
Department for Environmental Protection
Division for Air Quality
803 Schenkel Lane
Frankfort, Kentucky 40601
(502) 573-3382

STATE ORIGIN

AIR QUALITY PERMIT

Permittee Name: Bledsoe Processing Company
Mailing Address: 1374 Highway 192 East, L ondon, Kentucky 40741-3123

isauthorized to congtruct and operate a Coal Tipple,
a Stoker Coal Tippleand a Synfuel Plant

Sour ce Name: Bledsoe Processing Company

Mailing Address:.  Same as above

Sour ce L ocation: Adjacent to KY 221, approximatey 2.5 miles west of its
inter section with US 421 near Bledsoe, K entucky

KYEISID # 021-095-00096
SIC Code: 1222

Region: Appalachian
County: Harlan

Permit Number : S-02-022

L og Number: 54289
Permit Type: Congtruction / Operating
I ssuance Date: May 10, 2002

Expiration Date: May 10, 2012

John S. Lyons, Director
Divison for Air Quality

DEP7001 (6-97)
Revised 03/18/99
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SECTION A - PERMIT AUTHORIZATION

Pursuant to aduly submitted gpplication, which was determined to be complete on December 14, 2001,
the Kentucky Divison for Air Qudity hereby authorizes the construction and operation of the equipment
described herein in accordance with the terms and conditions of this permit. This permit has been issued

under the provisons of Kentucky Revised Statutes Chapter 224 and regulations promulgated pursuant
thereto.

The permittee shal not congtruct, recongtruct, or modify an affected facility without first having submitted
acomplete gpplication and recaiving a permit for the planned activity from the Division, except as provided
in this permit or in the Regulation 401 KAR 52:040, State-origin permits.

Issuance of this permit does not relieve the permittee from the responghbility of obtaining any other permiits,
licenses, or approvasthat may be required by the Cabinet or other federal, Sate, or loca agency.
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SECTION B - EMISSION POINTS, EMISSIONS UNITS, APPLICABLE
REGULATIONS, AND OPERATING CONDITIONS

Tipple#1
01 (0D Receiving Hopper — (Truck Dump)
(05) Primary Crusher (Gunlach)
(Maximum Rated Capacity — 1250 tons/hr)
a7 Conveyer and Transfer Points
(From Primary Crusher to Diverter Box)
(02 Conveyer and Transfer Points
(From Primary Crusher to Unit Train L oadout)
(03) Unit Train Loadout
04 ((07)) Receiving Hopper — (Truck Dump)
(18 Conveyor and Transfer Points
(From Truck Dump to Stockpile)
(13 Recelving Hopper — (Grated Truck Dump)
19 Conveyor and Transfer Points
(From Grated Truck Dump to Coal Stockpile)
(06) Conveyor and Transfer Points
(From Coal Stockpileto Diverter Box)
(15 Conveyor and Transfer Points
(To Batch Weigh L oadout)
(16) Batch Weigh L oadout

Tipple #2 (Stoker Coal)

02 o7 Receiving Hopper — (Stoker Truck Dump)

(08) Conveyor and Transfer Points
(From Stoker Truck Dump to Screen)

(09 Screen
(Maximum Rated Capacity — 75 tonghr)

(20 Railcar Loadout
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SECTION B - EMISSION POINTS, EMISSIONS UNITS, APPLICABLE
REGULATIONS, AND OPERATING CONDITIONS (CONTINUED)

ADDITIONSTO SOURCE —To Tipple#1

07 (35) Recelving Hopper — (Grated Truck Dump)

(36) Secondary Crusher
(Maximum Rated Capacity — 300 tong/hr)

37 Conveyer and Transfer Points
(From Secondary Crusher to Coal Stockpile #12)

APPLICABLE REGULATIONS:

State Regulation 401 KAR 60:005, Standards of performance for new sationary sources, which
incorporates by reference 40 CFR 60.250 (40 CFR 60, Subpart Y), applies to each of the affected
facilities listed above.

1. Operating Limitations:

N/A

2.  Emisson Limitations:

Fugitive emissions from the five receiving hoppers, emission points 01 (01), 02 (07), 04 (04), 04
(13), and 07 (35); the primary crusher, emisson point 01 (05); the secondary crusher, emisson point
07 (36); the eight conveyor and transfer points, emission points 01 (02), 01 (17), 02 (08), 04 (06),
04 (14), 04 (15), 04 (18), and 07 (37); three loadouts, emission points 01 (03), 02 (10), and 04
(16); and screen, emission point 02 (09), shdl not exhibit greater than twenty percent (20%) opacity,
each, as specified in 40 CFR 60.252 (c).

Compliance Demonstr ation M ethod:

In determining compliance with opacity standards as listed above, the owner or operator shal use
Method 9 and the procedures as described in 40 CFR 60.11 and 40 CFR 60.675(c).

3. Testing Requirements:
See Section C, Generd Condition G.3.

4. Monitoring Reguirements:

See Section C, Generd Condition F.1.

5.  Recordkeeping Requirements:
See Section C, General ConditionsB.1., B.2., and F.1.

6. Reporting Requirements:
See Section C, Generd ConditionsC.1, C.2, C.3,, F.2., and G.2.
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SECTION B - EMISSION POINTS, EMISSIONS UNITS, APPLICABLE
REGULATIONS, AND OPERATING CONDITIONS (CONTINUED)

03 () Stockpile

(12 Stockpile

(11) Haul Road and Yard Area
Synfud Plant
05 (19 Conveyor and Transfer Points

(From Stockpile #12 to Conveyor #20)

(20 Conveyor and Transfer Points
(To Pug Mill Hoppers#21, #22, and #23)

(21) Pug Mill Hopper

) Pug Mill Mixer #3

(26) Pug Mill Conveyor & Transfer Points (#3)
(To Briquetter #3)

) Briquetter #3

(29 Briquetter Conveyor & Transfer Points
(To Conveyor #30)

(22 Pug Mill Hopper

) Pug Mill Mixer #2

(25) Pug Mill Conveyor & Transfer Points (#2)
(To Briquetter #2)

) Briquetter #2

(28) Briguetter Conveyor & Transfer Points
(To Conveyor #30)

(23 Pug Mill Hopper

) Pug Mill Mixer #1

(29) Pug Mill Conveyor & Transfer Points (#1)

(To Briquetter #1)
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SECTION B - EMISSION POINTS, EMISSIONS UNITS, APPLICABLE
REGULATIONS, AND OPERATING CONDITIONS (CONTINUED)

05 ()

(27)

(30)

(31)

(32)

Briquetter #1

Briquetter Conveyor & Transfer Points
(To Conveyor #30)

Conveyor & Trandfer Points
(To Synfudl Stockpile #31)

Stockpile (Synfudl)

Conveyor & Transfer Points
(From Synfuel Stockpileto Conveyor #15)

APPLICABLE REGULATIONS:

State Regulation 401 KAR 63:010, Fugitive emissons, goply to each of the affected facilities listed above.

1. Operating L imitations:

N/A

2. Emisson Limitations:

The materids processed at each affected facility listed above shdl be controlled with wet
suppression and/or enclosures o as to comply with the requirements specified in State Regulation
401 KAR 63:010, Fugitive emissions, Section 3. Standards for fugitive emissions.

Compliance Demonstr ation M ethod:

See Section C, Generd Condition F.1.

3. Testing Requir ements:

N/A

4. M onitoring Requirements:

See Section C, Generd Condition F.1.

5. Recor dkeeping Requir ements:

See Section C, Generd ConditionsB.1.,B.2., and F.1.

6. Reporting Reguir ements:

See Section C, Generd ConditionsC.1., C.2., C.3., and F.2.
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SECTION B - EMISSION POINTS, EMISSIONS UNITS, APPLICABLE
REGULATIONS, AND OPERATING CONDITIONS (CONTINUED)

Synfud Plant
06 (33 Screen (Single-Deck Pianowire)
(Maximum Rated Capacity — 800 tons/hour)
(Controls: Baghouse)
(39 Secondary Crusher (McClanahan Double Roller)

(Maximum Rated Capacity — 160 tons/hour)
(Controls: Baghouse)

APPLICABLE REGULATIONS:

State Regulation 401 KAR 59:010, New process operations, appliesto each of the affected facilities listed
above.

1. Operating Limitations:

N/A

2. Emisson Limitations:

The Divison for Air Qudity has determined that this facility’ s potentiad to emit any air pollutant is
less than 100 tons per year. Therefore, dthough the permit is conditioned to dlow emissonsin
excess of 100 tons per year pursuant to federally enforceable Regulation KAR 59:010, New
process operations, emissions equal to or in excess of 100 tons per year of any pollutant are not
possible. Accordingly, this permit is being issued as a minor source state-origin permit.

a. Pursuant to State Regulation 401 KAR 59:010, Section 3(2) and Appendix A:

1) Combined emissons of particulate matter from the screen [emission point 06 (33)] shdl not
exceed 50.44 lbghr.

2) Combined emissons of particulate matter from the secondary crusher [emission point 06
(34); shal not exceed 38.99 |bg/hr.

As determined by the following equation using the process weight rate (in units of tong/hr).
For process rates in excess of 60,000 Ibshr:  E = 17.31 P*1°
For the equation E = rate of emission in Ib/hr and P = process weight rate in tons/hour

b. Pursuant to State Regulation 401 KAR 59:010, Section 3, any continuous emissions into the
open air shdl not equal or exceed twenty percent (20%) opecity.
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SECTION B - EMISSION POINTS, EMISSIONS UNITS, APPLICABLE
REGULATIONS, AND OPERATING CONDITIONS (CONTINUED)

2.

Emisson Limitations: (Continued)
Compliance Demonstration Method:
a.  Compliance with hourly emisson limit shal be determined as follows

Hourly Emission Rate = [Monthly processing rate x Emission Factor as determined
from AP-42 * |/ (Hours of operation per month)] x (1 — control efficiency)

* |f an Emisson Factor other than that taken from AP-42 is used, documentation on how
that Emission Factor was derived must be submitted to the Divison's Centra Office
for gpproval.

b. In determining compliance with the opacity standard as listed above, the owner or operator
shall use Reference Method 9.

Testing Requir ements:

N/A

M onitoring Requirements:

See Section C, Genera Condition F.1.

Recor dkeegping Requir ements:

See A0 Section C, Generd ConditionsB.1., B.2., and F.1.

Reporting Requir ements:

See Section C, Generd ConditionsC.1., C.2., C.3.,, and F.2.
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SECTION C GENERAL CONDITIONS

A.

1.

Administrative Requir ements

The permittee shal comply with dl conditions of this permit. Noncompliance shal be aviolation of
State Regulation 401 KAR 52:040, Section 3(1)(b) and is grounds for enforcement action including
but not limited to the termination, revocation and reissuance, or revision of this permit.

This permit shdl remain in effect for afixed term of ten (10) yearsfollowing the origind date of issue.

Permit expiration shdl terminate the source's right to operate unless atimely and complete renewa
application has been submitted to the Divison at least Sx months prior to the expiration dete of the
permit. Upon a timey and complete submitta, the authorization to operate within the terms and
conditions of this permit, induding any permit shidd, shdl remain in effect beyond the expiration dete,
until the renewa permit isissued or denied by the Divison. [401 KAR 52:040, Section 15]

Any condition or portion of this permit, which becomes suspended or is ruled invaid as a result of
any legd or other action shdl not invalidate any other portion or condition of this permit.
[Materid incorporated by reference by 401 KAR 52:040, Section 1a, 11]

Pursuant to materias incorporated by reference by 401 KAR 52:040, this permit may be revised,
revoked, reopened, reissued, or terminated for cause. Thefiling of arequest by the permittee for any
permit revision, revocation, reissuance, or termination, or of a notification of a planned change or
anticipated noncompliance shdl not stay any permit condition. [Materid incorporated by reference
by 401 KAR 52:040, Section 1a, 4 and 5]

This permit does not convey property rights or exclusve privileges. [Materid incorporated by
reference by 401 KAR 52:040, Section 13, 8].

Nothing in this permit shdl dter or affect the liability of the permittee for any violation of applicable
requirements prior to or at the time of permit issuance. [401 KAR 52:040 Section 11(3)]

This permit shal be subject to sugpension a any time the permittee falls to pay dl feeswithin 90 days
after notification as specified in State Regulation 401 KAR 50:038, Air emissions fee. Source shal
submit an annua emissions certification pursuant to 401 KAR 52:040, Section 20.

All permits previoudy issued to this source at this location are hereby null and void.
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SECTION C - GENERAL CONDITIONS (CONTINUED)

B.

1.

Recor dkeeping Requir ements

Records of dl required monitoring data and support information, including cdibrations, maintenance
records, and origind strip chart recordings, and copies of dl reports required by the Divison for Air
Qudity, shdl be retained by the permittee for a period of at least five years and shal be made
available for ingpection upon request by any duly authorized representative of the Divison for Air
Qudity. [Materid incorporated by reference by 401 KAR 52:040, Section 1b, IV. 2) and 401 KAR
52:040 Section 3(2)(f)]

The permittee shdl perform compliance certification and recordkeeping sufficient to assure
compliance with the terms and conditions of the permit. Documents, including reports, shdl be
certified by aresponsible officia pursuant to State Regulation 401 KAR 52:040, Section 21.

Reporting Reguirements

a. Inaccordance with the provisons of State Regulation 401 KAR 50:055, Section 1 the owner
or operator shdl notify the Divison for Air Qudity's Hazard Regiond Office, concerning sartups,
shutdowns, or mafunctions as follows:

1. When emissons during any planned shutdowns and ensuing Sartups will exceed the sandards
naotification shall be made no later than three (3) days before the planned shutdown, or
immediately following the decison to shut down, if the shutdown is due to events which could
not have been foreseen three (3) days before the shutdown.

2. When emissions due to mafunctions, unplanned shutdowns and ensuing Sartups are or may
be in excess of the gandards natification shdl be made as promptly as possible by telephone
(or other dectronic media) and shall cause written notice upon request.

b. In accordance with the provisons of materia incorporated by reference by 401 KAR 52:040,
Section 1b, V. 3), the owner or operator shal promptly report deviations from permit
requirements including those attributed to upset conditions [other than emisson exceedances
covered by Reporting Requirement condition 1 &) above], the probable cause of the deviation,
and corrective or preventive measures taken; to the Divison for Air Qudlity's Hazard Regiond
Office.

The permittee shdl furnish information requested by the Cabinet to determine if cause exids for
modifying, revoking and reissuing, or termingting the permit; or compliance with the permit. [Materia
incorporated by reference by 401 KAR 52:040, Section 1a, 6].

Summary reports of any monitoring required by this permit shal be reported to the Divison's Hazard
Regiond Office, a least every sx months during the life of this permit, unless otherwise sated in this
permit. The reports are due within 30 days after the end of each six month reporting period. The
initid issuance date of this permit establishes the beginning of the first reporting period. The permittee
may shift to semi-annua reporting on a caendar year basis upon gpprovd of the regiond office. If
calendar year reporting is approved, the semi-annual reports are due January 30" and July 30" of
each year. All reports shal be certified by a respongble officid pursuant to 401 KAR 52:040,
section 21. All deviations from permit requirements shal be clearly identified in the reports.
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SECTION C - GENERAL CONDITIONS (CONTINUED)

D.

1.

| nspections

In accordance with the requirements of State Regulation 401 KAR 52:040, Section 3(1)(f) the
permittee shal alow authorized representatives of the Cabinet to perform the following during
reasonable times:.

a. Enter upon the premises to ingoect any facility, equipment (including ar pollution control
equipment), practice, or operation;

b. To access and copy any records required by the permit;

c. Ingpect, a reasonable times, any facilities, equipment (including monitoring and pollution control
equipment), practices, or operations required by the permit. Reasonable times are defined as
during dl hours of operation, during normad office hours, or during an emergency;

d. Sample or monitor, at reasonable times, substances or parameters to assure compliance with the
permit or any gpplicable requirements.

Reasonable times are defined as during al hours of operation, during norma office hours; or during
an emergency.

Emer gencies/Enfor cement Provisions

The permittee shdl not use as defense in an enforcement action, the contention thet it would have been
necessary to halt or reduce the permitted activity in order to maintain compliance [Materid
incorporated by reference by 401 KAR 52:040, Section 1a, 3].

An emergency shdl condtitute an affirmative deferse to an action brought for the noncompliance with

the technology-based emisson limitations if the permittee demongtrates through properly signed

contemporaneous operating logs or relevant evidence that:

a.  Anemergency occurred and the permittee can identify the cause of the emergency;

b. The permitted facility was a the time being properly operated;

c. During an emergency, the permittee took al reasonable steps to minimize levels of emissons that
exceeded the emissions standards or other requirementsin the permit; and

d. The permittee notified the Divison as promptly as possible and submitted written notice of the
emergency to the Divison within two working days after the time when emisson limitations were
exceeded due to the emergency and included a description of the emergency, steps taken to
mitigate emissions, and corrective actions taken.

Emergency provisons listed in Generd Condition E.2 are in addition to any emergency or upset
provison contained in an gpplicable requirement.

In an enforcement proceeding, the permittee seeking to establish the occurrence of an emergency shdl
have the burden of proof.
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SECTION C - GENERAL CONDITIONS (CONTINUED)

F.

1.

Compliance

Periodic testing or instrumenta or non-ingrumental monitoring, which may congist of record keeping,
shdl be performed to the extent necessary to yield reliable data for purposes of demonstration of
continuing compliance with the conditions of this permit. For the purpose of demondreation of
continuing compliance, the following guidelines shal be followed:

a

Pursuant to State Regulation 401 KAR 50:055, Generd compliance requirements, Section 2(5),
dl ar pollution control equipment and al pollution control measures proposed by the application
in regponse to which this permit isissued shdl bein place, properly maintained, and in operation
at any time an affected facility for which the equipment and measures are designed is operated,
except as provided by State Regulation 401 KAR 50:055, Section 1.

All the ar pallution control systems shdl be maintained regularly in accordance with good
engineering practices and the recommendations of the respective manufacturers. A log shal be
kept of al routine and non routine maintenance performed on each control device.

Dally observations are required during daylight hours of dl operations, control equipment and any
visble emissons to determine whether conditions gppear to be either normd or abnormd. If the
operations, controls and/or emissions appear abnormd, the permittee must then comply with the
requirements of Section C — Generd Conditions, C.1.b., of this permit.

A log of the monthly production rates shdl be kept available at the facility. Compliance with the
emisson limits may be demongtrated by computer program (spread sheets), caculations or
performance tests as may be specified by the Division.

Pursuant to State Regulation 401 KAR 52:040, Section 19, the permittee shdl annudly complete and
return a Compliance Certification Form (DEP 7007CC) to the Divison's Hazard Regiond Office,
in accordance with the following requirements.

a

b.
C.
d.

Identification of the term or condition;

Compliance status of each term or condition of the permit;

Whether compliance was continuous or intermittent;

The method used for determining the compliance status for the source, currently and over the
reporting period; and

The certification shdl be postmarked by January 30th of each year. Annua compliance
certifications should be mailed to the following addresses:

Divison for Air Quality Divison for Air Quality
Hazard Regiond Office Centrd Files

233 Birch Streset, Suite 2 803 Schenkd Lane
Hazard, KY 41701-2179 Frankfort, KY 40601

Permit Shield - A permit shield shdl not protect the owner or operator from enforcement actions for
violating an gpplicable requirement prior to or a the time of permit issuance. Compliance with the
conditions of this permit shall be consdered compliance with dl applicable requirements for:

a
b.

Applicable requirementsinduded and specificadly identified in the permit; or
Non-applicable requirements expresdy identified in this permit.
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SECTION C - GENERAL CONDITIONS (CONTINUED)

G.

1.

New Construction Requirements:

Pursuant to 401 KAR 52:040, Section 12(3), unless construction is commenced on or before 18
months after the date of issue of this permit, or if construction is commenced and then stopped for
any consecutive period of 18 months or more, or is not completed within a reasonable timeframe,
then the congtruction and operating authority granted by this permit for those affected facilities for
which congtruction was not completed shdl immediately become invaid. Upon awritten request, the
cabinet may extend these time periodsiif the source shows good cause.

Pursuant to 401 KAR 52:040, Section 12(4)(a) and 401 KAR 59:005, Generd provisions, Section
3(2), within 30 days following construction commencement, within 15 days following sart-up and
attainment of maximum production rate, or within 15 days following the issuance date of this permit,
whichever is later, the owner and/or operator of the affected facilities specified on this permit shdl
furnish to the Divison's Hazard Regiona Office, with a copy to the Divison's Frankfort Central
Office, thefallowing:

a. Date when congtruction commenced, (See Genera Condition G.1).

b. Start-up date of each of the affected facilities listed on this permit.

c. Date when maximum production rate was achieved, (See Generd Condition G.3.b).

d. Summary reports, as referenced in Section C, C.3., of any monitoring required by this permit,
for emisson unitsthat were il under congruction or which had not commenced operdtion & the
end of the 6-month period covered by the report, shal indicate that no monitoring was performed
during the previous Sx months because the emisson unit was not in operation.

e. Theannuad compliance certification, as referenced in Section C, F.2., for an emissons unit that
was gtill under congtruction or which has not commenced operation at the end of the 12-month
period covered by the compliance certification, shdl indicate that the unit is under congtruction
and that compliance with any gpplicable requirements will be demongrated within the timeframes
specified in the permit.

a, Pursuant to State Regulation 401 KAR 59:005, Generd provisons, Section 2(1), this permit shall
dlow timefor theinitid sart-up, operation and compliance demondration of the affected facilities
lised herein. However, within 60 days after achieving the maximum production rate & which the
affected facilities will be operated, but not later than 180 days after initid start-up of such
facilities, the owner or operator shal demongtrate compliance to a duly authorized representative
of the Divison.

b. Pursuant to State Regulation 401 KAR 59:005, Generd provisions, Section 3(1)(b), unless
notification and judtification to the contrary are recaived by this Divison, the date of achieving the
maximum production rate at which the affected facilities will be operated shal be deemed to be
30 days after initid start-up.

Operaion of the affected fadilities authorized by this permit shal not commence until compliance with
applicable sandards specified herein has been demondtrated in accordance with the requirements of
401 KAR 52:040, Section 12(4)(b).



